businesses might make such decisions on the basis of each establishment's profitability, product line, and longer term prospects for contributions to the overall business. Why restrict hiring at a fully profitable and growing location when other locations are suffering from insufficient demand? In this case, the firm may act more like a set of individual establishments rather than a unified set of establishments.
When it comes to EIN-defined firm-level data, as opposed to the enterprise-level data for multilocation businesses, the same argument for unified decisions at the top of the corporate structure favors data at the enterprise level. However, businesses, especially large ones, may use different EINs not merely for administrative purposes, but for economic reasons, such as making a deliberate distinction in their operation in accordance with the heterogeneity of their economic activities (e.g., differentiating between manufacturing, on the one hand, and retail and services, on the other). This distinction could also be based on giving a subsidiary independence in its decisionmaking-a distinction that is highly relevant in selecting a unit of analysis.
Therefore, there are benefits in recognizing the EIN as a distinct company identifier and not combining many heterogeneous economic activities of a large enterprise into one unit of analysis.
Most businesses are single-establishment firms. Establishment-level data allow each individual location to be classified into a specific industry. This kind of classification is critically important to local decisionmakers and to businesses deciding where to locate.
For multiestablishment businesses, firm-level data are important for understanding corporate-level decisions.
However, multiestablishment firms do not always respond uniformly to economic events. Corporate decisionmakers may make decisions that are based on overall corporate objectives or, alternatively, may look at specific product lines and specific demand conditions. For example, a chain of restaurants might respond to a nationwide recession by reducing hiring uniformly in order to preserve cash levels. Or the corporate leadership might examine specific locations for slumping demand and restrict hiring in those locations or, instead, decide to close unprofitable locations on a case-by-case basis. One could argue that, if the firm makes case-by-case decisions, then it is really acting more like a series of establishments. Note that we are focused here on the decisions of establishments, firms, and enterprises that affect employment and wages. Enterprise-level data, like firm-level data, are needed to understand the behavior of the national economy, top-to-bottom decisionmaking, corporate planning, and policymaking as they relate to employment and wages. Also, corporate-level data at the highest level of aggregation may be useful for international comparisons.
Firm-and enterprise-level data present some issues for users. For example, many firms cross state lines, making accurate state or local data somewhat difficult to construct. Furthermore, firms in more than one industry pose similar issues regarding the accuracy of data. If we place the entire firm in a single, perhaps dominant industry, we may overstate the significance of one industry while understating the others. Table 1 gives a summary of uses, along with the strengths and weaknesses, of the foregoing units of analysis.
To have a better understanding of corporate business decisions, we need data at all three levels of aggregation.
However, when data are not available at all levels, we need to know the significance of the differences. Quantifying these differences is the motivation for this article.
Source: U.S. Bureau of Labor Statistics.
The rest of the article is organized as follows: First, we discuss business identifiers of the establishment, firm, and enterprise level. Next, we report on the profile of U.S. multilocation businesses by enterprise and contrast those businesses with businesses at the firm level. Then, we report the results of Business Employment Dynamics (BED) gross job gains and losses at the establishment, firm, and enterprise levels by aggregating job flows for companies with single and companies with multiple tax identification numbers. Finally, we evaluate whether adopting the enterprise structure and generating data at a broader definitional level will change our interpretation of the BED firm-size data in any way.
Business identifiers at the establishment, firm, and enterprise levels
Federal statistical agencies collect different business identifiers. Some agencies can publish business data at one or more levels on the basis of the availability of these identifiers. For example, the Bureau of Labor Statistics (BLS) business universe frame, the Quarterly Census of Employment and Wages (QCEW), measures business activity at the lowest level possible: the establishment level. For multiunit businesses, establishmentbased information is important so that each establishment-along with its employment and wages-can be placed in the correct industry and specific geographic location. The QCEW obtains the breakouts for multiunit businesses from its Multiple Worksite Report (MWR). This quarterly report is obtained under unemployment
Unit of analysis Uses Strengths Weaknesses

Establishment
Measuring economic activity at precise industry and geographic locations. Data are available at the national, state, and county levels.
Measures economic activity at the precise geographic (down to the county level) and detailed industry level (up to the six-digit NAICS code). Establishment-level data are critical to the full range of local decisions on training and economic development.
At this level, comparisons across other local levels are possible if firm or enterprise identifiers are available. Higher level data (firm or enterprise) lose the ability to profile accurately by industry because cross-industry businesses cannot be uniquely assigned to a single industry.
May not be the unit that determines economic decisions (profit maximization, hiring, etc.). Establishment data may not demonstrate the parent company's behavior.
Firm
Measuring economic activity in multiestablishment firms.
Measures "firm behavior" and how firms adjust to economic conditions.
Less precise industry and geographic information, because a firm may have multiple locations and multiple industries.
Enterprise
Measuring economic activity at the corporate level. National and international comparisons (global supply chains) are possible.
Measures "enterprise behavior" and how enterprises adjust to economic conditions. Data at this level are needed for the full national picture and full business behavior view. Also, enterprise level data are valued for comparisons at the international level.
Less precise industry and geographic information, because an enterprise may have multiple locations and multiple industries.
Table 1. Units of analysis: a comparative view
insurance (UI) reporting laws with built-in detail that makes the QCEW a unique business register in its degree of accuracy at the establishment level. The MWR promptly identifies establishment births and deaths, because businesses must report new locations and because they have an incentive to show closing locations.
The QCEW, however, is essentially an establishment-based business register. The establishment-based reporting serves well for survey sampling. It is critical that survey samples represent the "universe" of businesses-an achievement that can be done only with an accurate depiction of the business details. The QCEW can also publish data at the firm level, given that the EIN identifier for each record represents a legal entity for a vast majority of multiestablishment employers that operate across different industries and regions in the private sector. The QCEW does not, however, have an enterprise identifier through its normal reporting and lacks data collection vehicles to link EINs under common ownership and control.
The IRS requires all active businesses to file a federal income tax return. Parent companies have the option of filing a consolidated return for all affiliated companies or filing separate returns. Because the IRS is unable to obtain establishment breakouts for multiunit businesses, it publishes data from its bulletin Statistics of Income generally at the firm level and not fully at the enterprise level.
The U.S. Census Bureau is able to collect establishment-level data from its Economic Census every 5 years and data on those businesses with employment greater than 250 in the intervening years. The Census Bureau identifies the enterprise as the entire economic unit that is under common ownership or control (defined as owning more than 50 percent of the voting stock). An enterprise includes all establishments, subsidiaries, and divisions with the same or different EINs under the same ownership. The Census Bureau also obtains EINbased data from the IRS regularly and updates the information annually from the Report of Organization Survey and other surveys. 
Multilocation businesses: a profile
In March 2011, Census files had information on 168,000 multiunit enterprises that owned and operated approximately 1.9 million establishments across the nation. The 168,000 parent companies in the Census business register represented 301,000 EINs. The difference between the number of parent companies and the number of EINs reveals that companies possess and report more than one EIN and shows the extent of the difference in the number of businesses using the EIN or the Census company code as a business identifier. 
Enterprise vs. firm vs. establishment
Do the 40,000 enterprises with more than one EIN make a significant difference in the measures of employment dynamics? Employment dynamics measure job flows in terms of business births, deaths, growth, and decline over a given period (a quarter or a year) and measure net employment change as the difference between job inflows and job outflows. This approach is in contrast to the standard static employment data, which show employment levels at various points in time and measure changes as the difference between levels. The BED program measures gross job gains created by units that open or expand, and gross job losses by units that close or contract, over the course of a quarter or a year. 1 The magnitude of these gains and losses depends on whether the unit of analysis is an establishment or a firm. For single establishments, which constitute two-thirds of the total records in the BED and 43 percent of total employment, this distinction is irrelevant, since the establishment is the firm. For multilocation firms, however, the estimates of job flows by openings, closings, expansions, and contractions at the firm level are lower than they are at the establishment level. The reason is that expansions in some units of a multiestablishment firm may be offset by contractions in other units and make the total expansions or contractions for the firm less than the sum of the individual expansions or contractions.
Moreover, if a multilocation retailer opens a new branch, it would be counted as an opening at the establishment level but an expansion at the firm level. The net change in employment will not be affected by the unit of measurement. However, both flow measures and net change will be different with regard to employment dynamics by size class.
In the QCEW, firms are identified by EIN, which is a reasonable proxy for identifying firms in the BED size-class data. However, table 2 shows that some firms-especially large firms operating across many states and industries-possess more than one EIN, for a variety of reasons. 2 Through its Economic Census and Annual Report of Organization Surveys, the Census Bureau has identified these companies and lists them under the same ownership by issuing a company identifier or an enterprise code. We merged the Census multifirm records with QCEW data by their common EINs, transferred company code information from the Census file into the QCEW, and calculated the BED by aggregating employment for all establishments under the same 6 enterprise code. We then compared the results of the BED calculation of gross job gains and gross job losses at the enterprise level with the corresponding results at the firm and establishment levels. Table 3 shows period, so that the total employment of the firm remains unchanged over the period, then the impact of labor turnover in the firm on both total gross job gains and total gross job losses will be zero. However, job gains and losses at single units of this firm will add directly to the total gross job gains and gross job losses when estimated at the establishment level. For this reason, gross job gains and gross job losses are always higher at the establishment level than the firm level, and at the firm level than the enterprise level. Similarly, the number of openings and employment from openings are also lower at the enterprise level than at the firm and establishment levels. These openings are counted as expansions at a higher level of definition of a firm.
The gap between BED data elements measured at the firm level and at the enterprise level is not as significant as the gap between BED data elements measured at the firm level and at the establishment level. For the total number of units, there were 6,707,000 active establishments in the U.S. private sector in March 2011, compared with 4,823,000 active firms and 4,744,000 active enterprises. The difference between the number of firms and the number of enterprises suggests that, for the year ending March 2011, a total of 79,000 firms in the BED could have been linked with other firms. 3 The enterprise data showed 2,349 fewer openings and 2,551 fewer closings in the same period and reduced both the number of job-gaining firms and the number of job-losing firms by 32,000 each. The enterprise aggregation reduced the total gross job gains and total gross job losses by 480,000 jobs each. The 480,000 figure represented 5.5 percent of total gross job gains. In addition to producing effects on the magnitude of gross job flows, a higher level of aggregation affects the size distribution of employers across the nine size-class categories that the BED publishes. (See tables 4 and 5.) We found that the enterprise-level data have less employment in each of the eight size-class categories up to 999 employees and more employment in the size-class category of 1,000 or more employees. We found nearly the same thing for the number of units: the enterprise aggregation reduces the number of units in all nine size classes, with a higher reduction in the smaller size classes. 3  337  273  63  383  323  60  10 to 19 employees  561  563  2  228  201  27  256  231  25  20 to 49 employees  348  349  1  159  147  12  164  153  11  50 to 99 employees  107  107  0  54  52  2  50  48  2  100 to 249 employees  58  58  0  31  31  1  26  25  1  250 to 499 Are these changes large enough to have significant implications for the relative contributions of small and large firms to employment growth? Table 6 shows the share of the net employment change for each size class, for the year ending March 2011, for all three levels of aggregation. There is a wide gap between the size-class shares at the establishment level, on the one hand, and both firm and enterprise levels, on the other. The shares, however, are moderately close between the firm and enterprise levels. Data show that a shift from the firm to the enterprise level of aggregation reduces the share of companies with 1 to 999 employees by 6.2 percentage points and increases the share of companies with 1,000 or more employees by the same magnitude. The change, however, does not alter the ranking of each size class or the relative contribution of each to the total net change. Firms with 1 to 4 employees remain the largest contributors, followed by firms with 1,000 or more employees. Other size classes also kept their relative rankings unchanged under both definitions. Figure 1 shows the share of net employment change by size class for all three levels of aggregation. One finding is that, between the firm and establishment levels, there is a shift in share from establishments with 1 to 249 employees to firms with 250 or higher, while there is a shift in share from firms with 1 to 999 employees to firms with 1,000 or more employees between the firm and enterprise levels.
Level of aggregation
Initial size class
Employment level Gross job gains Gross job losses
How do the two measures differ over a longer timeframe and over the phases of business cycles? The differences in the BED data elements between using EINs and using the enterprise codes as shown in tables 3- In a similar study comparing size classes by firm and establishment data, 4 the peak-to-trough analysis yielded two findings: similar cyclical movements, and different magnitudes of net employment change, across all nine size classes. Adding an enterprise level to the mix, we found similar cyclical movements and an extremely close magnitude of net employment change between the firm and enterprise size classes. Compared with firm-level data, BED enterprise size-class data are slightly lower in gross job gains, gross job losses, and net employment changes in size classes of less than 1,000 employees and higher in enterprises with 1,000 or more employees. However, as table 6 shows, the relative ranking of the size classes in terms of their contributions to employment growth remains unchanged.
Size class (number of employees) Establishments Firms Enterprises
We also made annual estimates of gross job gains and losses for 2007 through 2012. The results are shown in figure 5, and they indicate that the differences in the magnitude of gross job gains and gross job losses between the firm and enterprise levels are somewhat larger than they are in the quarterly data (because of a higher level of job flows in the annual estimation). Even then, the gap remained stable and showed more consistency over time.
Conclusion
The BED quarterly and annual enterprise-level series were consistently close to the firm-level series, and the size-class data based on both levels of aggregation were not substantially different and followed a similar pattern of peaks and troughs over the business cycle. With these findings, it appears that the current BLS approach of using employer's EINs as a proxy for company identifiers generates firm-based employment dynamics data that are uniform, dependable, and consistent with other employment series, including Census Bureau data. Although there are differences in the level of job flows based on firm and enterprise estimates, the similarity in the trend data, stability in the relative share of the size-class data, and the fact that BLS data are more frequent (quarterly) and more up to date (available 7 months after the close of the quarter) provide users a powerful tool for understanding employment dynamics. However, data sharing and the use of the Census enterprise code on a continual basis will help BLS to identify parent companies within the QCEW business register.
The QCEW and Census business registers are both coherent and consistent by themselves, but there are differences in their source, the periodicity of the data, and their definitions and collection methods. The Census data come mainly from the Economic Census and annual Report of Organization Surveys and other administrative records. The QCEW data, by contrast, are compiled from a single source: the quarterly contribution reports on the employment and wages of workers covered by UI law. The QCEW's business register is updated quarterly, whereas the Census business register is updated on a broad basis every 5 years by the Economic Census and on a limited basis annually. Despite difficulties in matching records, the information in these two registers, which is derived from different sources, can complement each other and, if shared, can improve the quality of both registers, especially if used for all records. The QCEW provides data on employment and wages, and information on mergers, acquisitions, spinoffs, and other corporate restructurings, on a quarterly basis. The information is robust, accurate, and timely at the establishment level as well as at the EIN-based firm level. The Census business register carries valuable information on corporate structures and company organizations across states. Both statistical agencies can benefit from sharing various aspects of their registers.
